_ General Business Conditions 





HE month of June has brought a 
moderate decline in industrial activity, 
due in part to seasonal influences, but 
chiefly to the strikes in the steel, auto- 
mobile and other industries. The 
shutdowns involving plants of the Republic, 
Bethlehem, Youngstown and Inland companies 
reduced steel mill operations from above 90 
per cent of capacity to around 76. Automobile 
production has dropped about 15 per cent from 
the Spring peak; probably half of the decline 
is attributable to seasonal trends, and the re- 
mainder to the labor troubles, which have 
harassed General Motors in particular. It has 
been impossible for some producers to turn out 
| as many cars as their orders on hand would 
| justify. 
_ In the consumers’ goods industries produc- 
tion is receding from the Spring peak, though 
_ still at a rate well above a year ago, with fac- 
_ tories working on old orders. New business 
has been sluggish. June falls between sea- 
_ sons in general merchandise lines, and is sel- 
dom an active month. Moreover, buyers cov- 
- ered forward requirements earlier in the year, 
| in some cases over-optimistically, and the 
' record-breaking output of textiles, apparel and 
goods of like character has replenished inven- 
' tories in distributors’ hands. Most estimates 
' of the business situation this Summer allow 
for a slackening in these industries, as is nor- 
' mal after a strong upswing. 
' Retail trade has run ahead of last year by 
about the same margin as heretofore, starting 
the month better but slackening later. In four 
' weeks ended June 18 Sears, Roebuck had a 
| 20 per cent increase. Department store gains 
are smaller, and clearance sales figure more 
_ largely than usual in some areas. The month 
of June last year, with which current sales 
' are compared, included the beginning of the 
' veterans’ bonus distribution, and this tends to 
_ hold down the percentage increases. 
In the machinery and equipment industries 
' the situation continues favorable. With few 
exceptions manufacturers have orders on their 
books which seem to make these industries 
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proof against early recession. Machine tool or- 
ders in May, while down from the all-time 
record set in April, were nevertheless more 
than double a year ago. Awards of building 
contracts in the first half of June were better 
than in May; on a daily average basis they 
showed an increase, which is contrary to the 
usual seasonal trend, and the gain over last 
year, which was 37 per cent, was the best since 
February. Engineering contracts placed dur- 
ing June reached the highest level since the 
Spring of 1930, and included $55,000,000 for 
expenditure on two plants of the Carnegie- 
Illinois Steel Corporation. 
The Half-Year Record 

Except for the prevalence of labor disturb- 
ances, the facts given in this brief summary 
hardly seem to warrant much concern as to the 
business situation. It is a frequent observation, 
however, that business sentiment is not as good 
as the business facts, especially in quarters 
influenced by the declines in the security mar- 
kets. In conjunction with the labor troubles, 
these declines have tended to spread conjec- 
ture as to the Fall prospect, and it is the usual 
thing to take fresh stock of the situation dur- 
ing the off-season. 

The month of June completed a very satis- 
factory half-year in business, during which in- 
dustrial production, employment and payrolls, 
the volume of trade, and business earnings 
were all higher than in any like period since 
the beginning of the depression. In brief, farm- 
ers and other producers of raw materials have 
been getting good prices for their production, 
labor has had more work at high wages, and 
incomes of most groups of the population have 
increased more rapidly than the cost of living. 
Manufacturers of goods of everyday use have 
enjoyed a phenomenal activity, exceeding the 
1929 peak, which is practical evidence as to 
the improved balance in price relationships and 
the other elements that affect the exchange 
of goods. The industries have been spending 
more for betterments and expansion, and this 
has carried the recovery forward in lines hith- 
erto lagging. 
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This improvement is all on record. It does 
not represent an abnormal expansion of busi- 
ness, when measured against the needs to be 
filled and the capacity available to fill them, 
or when compared with the past; and if the 
industries are allowed to operate with effi- 
ciency, keep their costs down, and price their 
goods at levels that will keep trade going, 
there will be little concern as to business in 
the second half-year. 


The Labor Troubles 


The apprehensions aroused by the labor sit- 
uation divide naturally into two parts, one as 
to the loss of production, employment and 
purchasing power resulting from the strikes, 
and the other as to the increase in industrial 
costs and the effects upon business earnings 
and business spending. Of course the disturb- 
ances will not last indefinitely, and after they 
are overcome the loss of production will be 
made up, a truism recognized in the maxim 
which warns against selling stocks on strikes. 
If it is assumed, for example, that the steel 
industry would have experienced a Summer 
recession in any event, the aggregate of the 
year’s operations may not be greatly affected, 
whether the curtailment occurs at one time 
through strikes, or at another through the vol- 
untary action of the manufacturers, as deter- 
mined by the market for steel. 

It is certain that the more widespread the 
strikes become, and the more they run counter 
to the desire of the majority of the workers 
to keep at work, the nearer they are to the end. 
The reopening of several steel plants during the 
past week, with the workers furnished protec- 
tion against violence, supplies evidence that 
the great majority want employment, and are 
anxious to work at the wages and conditions 
established. This much is clear, and it affords 
promise that the disturbances incited by mi- 
nority groups will run their course without 
reaching greater extremes. 

In the end the force of public opinion is the 
best assurance against the disruption of pro- 
duction by minorities. The most extreme pos- 
sibility that could be imagined is that all or- 
ganized labor should strike at once. If it did 
the strikers would represent no more than one- 
tenth of all the gainfully employed, and how 
long would it be before the other nine-tenths 
were heard from? Would they go on support- 
ing the strikers, at great cost to themselves? 
Would the farmers keep on producing food 
for them, without demanding a voice in the 
matter? These are aspects which the labor 
leaders evidently must take into consideration. 


Effects on Costs and Earnings 
If the labor situation leads to pronounced 
increases in the cost of production, either 


through wage increases or loss of efficiency, it 
will have an adverse effect on trade; for it will 


either cut into business earnings or compel 
price advances which will check the sale of 
goods. This is the chief cause of apprehension. 
According to common report, the industries 
which have been affected by the latest labor de- 
mands, including those which have acceded to 
them, have experienced a loss of efficiency, and 
show a rise in costs. It should be noted paren- 
thetically that higher taxes also are a factor. 
The trend of industrial prices is upward, even 
though the rise in raw materials has been 
checked. What will be the trend of employ- 
ment if price advances diminish trade and cor- 
porate earnings are reduced, so that the indus- 
tries have less to spend and are less able to 
raise new money? This will be the outcome 
if costs of production are increased beyond 
the capacity of the industries to absorb through 
greater productivity or increased volume. 


The hopeful aspect is that sentiment natur- 
ally puts the worst construction upon labor 
troubles at the time when they are most 
severe. If productive efficiency can decline it 
can also improve again. The element of team- 
work in production is large, and when team- 
work is disrupted by disputes and uncertain- 
ties, efficiency naturally declines. Conversely, 
it may be built up when harmonious relations 
are reestablished. Furthermore, over a period 
of time the industries are always offsetting 
shorter hours and higher wages through tech- 
nical progress, including better management, 
improvements in plant and machinery, and 
new methods. Thus the reduced productivity, 
while damaging in the short run, may be but 
a setback in the long trend. 

A similar comment may be made on the 
question of capital spending. If earnings are 
impaired the available funds for improvement 
are reduced, but at the same time there is a 
stronger stimulus to make capital betterments. 
The only way in which earnings can be re- 
couped is to reduce costs, and cost reduction 
requires revamping of plants and moderniza- 
tion of machinery. The pressure to cut costs 
has been responsible for most of the progress 
in the capital goods industries during the past 
two years, and unquestionably manufacturers 
will continue to do everything within their 
means to keep costs down and maintain pro- 
ne. Promising Crop Prospects 

Crop prospects are more favorable than in 
several years, and this is exceedingly impor- 
tant in the Fall outlook. Not only is another 
increase in farm income indicated, but the 
railroads and others interested in the crop 
movement will benefit, and the consumer evi- 
dently will be able to buy many farm products 
at lower prices than last year. The Winter 
wheat crop is practically made, with the yield 
evidently well over 600,000,000 bushels. The 
Spring crop had the finest start in five or 





six years, due to good early-season rains every- 
where except in the western Dakotas and east- 
ern Montana. Even with a poor yield in these 
areas, a large Spring crop would be assured 
except for the hazard of the black rust disease, 
which is present and could spread rapidly with 
high winds and wet weather. This is the 
disease which devastated the 1935 Spring crop. 
Barring a similar calamity, total wheat pro- 
duction this year might run to 850 million bush- 
els or more, compared with 626,000,000 in 1936. 


Moreover, the crop will bring good prices. 
The carryover of old wheat in this country 
July 1 is only 90,000,000 bushels, almost the 
lowest on record; and there is no surplus of 
wheat anywhere in the world. The Canadian 
prospect is none too good, and the yield will be 
reduced by severe drouth in southern Sas- 
katchewan. With a crop exceeding 850,000,- 
000 bushels, the United States would have 
175,000,000 above domestic requirements, and 
is certain to be an exporter of wheat again for 
the first time since 1931. The futures markets 
have already adjusted themselves to an export 
basis, and shipments will be under way this 
month. 


Clearly the wheat growers will have plenty 
to spend this year. They may have 250,000,000 
bushels more wheat than last year and sell it 
15 to 20 cents higher, according to current 


markets. This makes it certain that Fall bus- 
iness will be good in the wheat States; and 
the wheat price is a great influence on business 
sentiment, dating back to the times when a 
large crop movement at good prices more than 
once lifted this country out of depression. 


It is early to judge the corn and cotton 
crops, but the start has been favorable in both 
cases, and the acreages are increased. The 
prospect of cheaper corn is heartening to the 
livestock industries, and the Corn Belt farmers 
will not lose by the lower price if they have 
larger crops and cheaper feed. In almost all 
the markets for farm products there is need 
of the larger production now in prospect, for 
the depression surpluses have been cleaned 
out and reserves are subnormal. 


All observers, including the Department of 
Agriculture, agree that farm cash income in the 
second half of this year will be larger than 
last, the Department summing up in this 
fashion : 


Increased marketings of crops probably will con- 
tribute most of this increase in income. The volume 
of marketings of livestock will be smaller than in the 
last 6 months of 1936, when the drought compelled a 
considerable amount of liquidation of cattle and hogs, 
but this decrease in volume will be offset more or less 
by higher prices. The volume of dairy products will 
be somewhat larger than in the corresponding period 
of 1936, and income from these products may be slightly 
greater. Marketings and income from poultry products 
may be somewhat smaller. 
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Money and Banking 


The inflow of gold to this country, which in 
the first five months of the year totaled more 
than $770,000,000, continued at an even greater 
rate during June, reaching a volume exceeded 
in only one or two months in our history. 
The increase in the monetary gold stock dur- 
ing the month has exceeded $300,000,000. The 
gold stock passed $12,000,000,000 early in June, 
and on the 26th stood at $12,289,000,000. 

These unprecedented gold imports result 
chiefly from the continued dehoarding of gold 
from private holdings in London and other 
European centers and from another outflow of 
capital from France. During the earlier months 
of the year gold from the private holdings was 
finding its way into the reported stocks of cen- 
tral banks and Treasuries at the rate of about 
$100,000,000 a month. Toward the end of May 
this rate was speeded up by a fresh wave of 
rumors of an impending cut in the price of gold, 
and of further shipments out of the Soviet 
Union, both tending to persuade hoarders that 
there was more risk than hope of profit in 
holding gold; and despite official statements 
in London and Washington that no change in 
the gold policies of the two countries was 
necessary or contemplated, the offerings of the 
metal on the London bullion market for a time 
reached the highest totals ever known. Not 
until the latter part of June did the market 
assume a more normal aspect. The bulk of the 
gold offered, both dehoarded and newly-mined 
metal, was again taken for shipment to the 
United States. 

In addition to dehoarding, London has been 
faced with the problem of dealing with another 
inflow of funds from France. The latest French 
fiscal crisis, which forced a change of Cabinets, 
stimulated demand for pound notes for hoard- 
ing in France, bringing the Bank of England’s 
outstanding circulation to a record high level. 
The British Equalization Fund, whose sterling 
resources have apparently been drawn down 
by the absorption of dehoarded gold, resold a 
further $40,000,000 to the Bank of England, 
partly to supply the Bank with backing for an 
increased note issue, but principally to replen- 
ish its own sterling funds. In anticipation of 
a continued capital inflow, and in order to in- 
still confidence, Sir John Simon, the new Brit- 
ish Chancellor of the Exchequer, has asked 
the Parliament for powers to augment the 
sterling resources of the Equalization Fund 
by a further £200,000,000. Total appropria- 
tions for the British exchange control will thus 
be brought to approximately £575,000,000 
(over $2,800,000,000), from which must be de- 
ducted the temporary bookkeeping losses 
which the Fund has entailed during the past 
five years on its sales of gold to the Bank of 
England at the old statutory rate of 85 shill- 
ings per ounce. 
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The Bank of Netherlands, the third country 
which has been absorbing gold, has increased 
its reserves in four weeks ended June Z1 by 
about $83,000,000. The Netherlands during 
June announced the virtual removal of the 
restrictions on gold exports which were im- 
posed at the time of the devaluation of the 
guilder. 

Dehoarding Likely to Slow Down 


How much gold disappeared into private 
holdings in western Europe during the de- 
pression can be ascertained only in round fig- 
ures because of fragmentary information on 
certain gold movements, particularly the hold- 
ings of the various stabilization funds, and 
on the supply of old gold. However, a simple 
month-to-month comparison of available in- 
formation on the supply and demand for gold 
between the end of 1930 and the end of 
September, 1936, indicates that nearly $3,000,- 
000,000 “disappeared” or was unaccounted for 
during that period. 

The rapid movement of this gold back into 
monetary stocks dates from the revaluation 
of the gold bloc currencies last September. 
The following table presents calculations 
which show that the disclosed gold reserves 
of 52 central banks and governments increased 
by $2,261,000,000 during the past nine months. 
As only $937,000,000 of this increase can be 
accounted for by newly-mined gold, outside 


of the Soviet Union, and by the shipments 
from the Soviet Union and the Far East, it 
follows that the gold received from undisclosed 
sources has exceeded $1,300,000,000. 


Estimated Dehoarded Gold—Sept. 1936 to June 1937 
(In Millions of New Dollars) 


Sept. Dec. June 9mos. 

1936 1936 1937 Period 
Bk. Res. in 52 Countries 21,719 22,602 23,980* 
Change +883 +1,378 +2,261 


New or Non-Monetary Gold: 
Newly minedt 495 745 
Shipped from India & 
China 27 57 
Soviet Union Shipments mad 135 


Total 937 
Gold from Undisclosed 
Sources 603 721 1,824 


* Estimated. t Outside of Soviet Union. 


Apparently the dehoarding of $1,300,000,000 
reduced the amount of “disappeared” gold to 
about $1,600,000,000. The latter figure, how- 
ever, includes the undisclosed holdings of vari- 
ous stabilization funds. The British Equaliza- 
tion Fund, it was recently revealed by Sir John 
Simon, held on March 30, 1937, about $934,- 
000,000 in gold and undoubtedly has mate- 
rially increased its gold holdings during the 
past three months. The Dutch and other 
stabilization funds very likely hold gold also. 
The amount still held in private hands is there- 
fore but a small fraction of the total formerly 








unaccounted for, and doubtless well under 
$500,000,000. 

Thus at the present rate the dehoarding 
movement will soon expend itself; probably 
it will proceed much more slowly as the hoards 
dwindle. As dehoarding ceases the supply 
offered to central banks and in the London 
bullion market will be reduced to newly-mined 
gold and secondary gold shipped from the 
Far East. On the basis of the present output, 
outside of the Soviet Union, the supply to be 
absorbed will approximate $80,000,000 to $90, 
000,000 monthly, plus any shipped by the 
Soviet Union. Assuming that the central banks 
and Treasuries now hold in their disclosed and 
undisclosed accounts about $25,000,000,000 of 
gold, the rate of the growth of reserves in the 
future, based on new production, should be 
in the neighborhood of 5 per cent per annum. 

The annual rate of increase in the volume 
of business, averaged the world over during 
the last fifty to seventy years, has been esti- 
mated at 3 to 4 per cent. Therefore, a 5 per 
cent increase in the world’s production of gold 
might be expected to produce a rising price- 
level if distributed proportionately. As gold 
is no longer used in hand-to-hand transactions, 
it may be assumed that, normally, nearly all 
of the new production not used in the arts will 
find its way into bank reserves. 

In considering the effects of an increasing 
flow, allowance must be made for variations in 
the distribution between the several countries, 
dependent upon the demand and the influence 
of exchange rates. Presumably all of the im- 
portant countries will desire that the mint rates 
of all countries shall be fixed by mutual con- 
ference and agreement, with a view to main- 
taining stability in the exchanges. An oppor- 
tune time for such action will be when the 
dehoarding process is deemed to be practically 
completed. 

It is by no means unlikely that other coun- 
tries, in addition to the United States, Great 
Britain and the Netherlands, will absorb gold 
in the near future. The central banks of the 
chief British Dominions, the Scandinavian 
countries, and several South American re- 
publics, have substantial sterling balances in 
London; these balances have been increasing 
during the past few months and it would be 
practicable to convert some of them partially 
into gold. Possibly the unwillingness of certain 
countries to acquire the actual metal arises 
from fear that new gold would enlarge the 
credit base and lead to a dangerous expansion 
of credit. In individual cases, however, steps 
have been taken by central banks to counteract 
the effects of additions of gold. The Reserve 
Bank of New Zealand has been given power to 
increase the minimum cash requirements of 
the commercial banks, while in the Scandi- 
navian countries and Argentina acquisitions 
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of gold or exchange are being sterilized in the 
manner adopted by the United States Treasury. 


The Banking Position 


As heretofore, the gold imports into this 
country have been absorbed in the sterilized or 
“inactive gold” account, which totaled $1,058,- 
000,000 on June 26, and the banking position 
has not been affected by the movement. Excess 
bank reserves show a tendency to fluctuate 
around the level of $900,000,000 for the whole 
country. They were temporarily reduced in 
connection with Treasury operations on the 
15th, but rose again thereafter. On that date 
the Treasury offered two issues of notes of 
$400,000,000 each, one to mature in 2% years 
and bearing 13% per cent interest, and the other 
maturing in 434 years and bearing 134 per cent 
interest. Both issies were heavily over-sub- 
scribed, and went to a premium in the open 
market. A total of $852,784,300 was allotted on 
the two issues, of which $300,000,000 was used 
to redeem Treasury bills maturing June 16, 17, 
and 18, and the balance represented new money. 
Payment for these note issues, together with 
the quarterly income tax collections, dropped 
excess reserves to $750,000,000, but the loss was 
largely regained through subsequent Treasury 
disbursements, including the bill redemptions 
referred to. 

The bulk of banking subscriptions to the new 
notes was paid for not in cash but by writing 
up deposit credits to the Treasury. For the 
reporting member banks in 101 cities, Govern- 
ment deposits rose $444,000,000 in that week, 
and holdings of Government securities in- 
creased temporarily $298,000,000, declining 
$182,000,000 in the following week. 

The trend of commercial, industrial and 
agricultural loans continued upward with a 
rise of $90,000,000 in the three weeks ended 
June 16th, but then declined $16,000,000 in the 
following week. Loans to brokers likewise 
have advanced moderately despite dullness in 
the security markets. The trend of total loans 
and investments therefore has been upward, 
reversing the decline which began during 
March; and the total deposits of the reporting 
banks have recovered to the highest level since 
the end of April. 


Money and Bond Markets 


Money markets have not been affected by 
these shifts. The tone has continued easy, 
with a further slight softening in the sensitive 
short-term rates. The rate on the weekly offer- 
ings of 273-day Treasury bills has averaged 
slightly lower than in May, ranging between 
0.545 and 0.619 per cent, annual rate, during 
the month. On the 22nd bankers’ acceptance 
rates were reduced by 7g to % per cent, bring- 
ing the 90-day maturity to % per cent bid, 
qs asked. These slight reductions reflect the 


reduced supply of Treasury bills, due to the 
redemptions, and the preference of foreign 
funds here for extreme liquidity, rather than 
any material change in the money position. 


The bond market has been unusually dull. 
Most of the highest-grade issues held steady, 
but prices of many of the second-grade and 
junior obligations showed softness, following 
the lead of the stock market, and reflecting the 
unsettlement caused by the widespread strikes. 
The market for United States Government 
long-term bonds was inactive but steady, with 
the excellent reception of the new Treasury 
notes and the lower rate of discount on Treas- 
ury bills both being regarded as favorable 
factors. 


Offerings of new securities were compara- 
tively light in the first half of June, but ex- 
panded substantially during the last half. As 
in other recent months, proceeds of the new 
issues will be used more largely for refunding 
purposes than for new capital expenditures. 


A False Alarm on Prices 





The rise of commodity prices, which cul- 
minated early in April, was not up to the pub- 
licity it received, and much of the comment 
was unwarranted. Although certain commodi- 
ties, influenced by abnormal conditions, ad- 
vanced sharply, the official price-indexes show 
but moderate gains on the averages, even at 
the peak. The “all commodity” index of the 
Bureau of Labor Statistics, based upon 1926 
prices as 100, shows that the highest record in 
1937 to date was made on April 3, at 88.3 per 
cent of the 1926 level. This was up from 79.2 
on April 4, 1936 by 9.1 points. 


However, the complete Bureau of Labor 
index tables are based upon 784 commodities, 
which vary widely in their relative fluctuations. 
Therefore, an “average” over the entire list 
does not tell all that is needed for an under- 
standing of price fluctuations. An intelligent 
reader wants to know which prices have 
changed, why they have changed, and what or 
who may be responsible for the changes. The 
Bureau of Labor tables include two groups, 
indexed separately, as “finished goods” and 
“raw materials,” the former including 582 
commodities and the latter 109, and during 
the period under review (April 4, 1936 to April 
3, 1937), on the average, prices of the former 
group advanced 5.8 points, and the latter 14.0 
points. Obviously prices of the latter entered 
largely into prices of the former, with the 
result that the average rise of the 784 commodi- 
ties was 9.1 points. 


Moody Index of 15 Staple Commodities 


For comparison with these figures, we give 
the Moody index-table of 15 staple or basic 
commodities which are among the most im- 
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portant commodities of world trade. The list 
and weighting are as follows: 
Wheat 13; Cotton 13; Hogs 13; Steel Scrap 10; Raw 


Sugar 10; Wool 7; Copper 5; Hides 5; Corn 4; Rubber 
‘: Silk 4; Coffee 4; Lead 3; Silver 3; Cocoa 2; Total 
100. 


This index dates from the end of 1931, and 
is based upon quotations of December 31, that 
year. It is commonly accepted as representa- 
tive of commodities which fluctuate freely. 
There are numerous price indexes but these 
two illustrate the difference between the most 
stable and the most sensitive to change. Fol- 
lowing are the index numbers which reflect the 
principal movements of this Moody list from 
the first week of June, 1936, to the fourth week 
of June, 1937, as follows: 


June 6,1936 162.9 
ing. 1, * 188.9 
Nov. 2, “ 181.3 
Jan. 12,1937 209.8 
April 6, “ 228.1 
June 14, “ 198.2 
June 28, “ 205.0 























Each stage of these movements is clearly 
depicted by the graph which appears below: 


Moody’s Index of 15 Staple Commodities. 
Dec. 31, 1931 — 100 


Spot Commodity Prices 


To enable the reader to check the index 
numbers readily, we give below the actual 
market quotations upon which the most signifi- 
cant numbers are based. The dates correspond 
approximately with the index numbers above. 


Spot Commodity Prices 

% from 
Com- June 6, Aug. 18, Jan. 16, April 5, June 19, Lowto 
modity 1936 1936 1937 1937 1937 High 
Wheat ..... $0.90 $1.20 $1.39 $1.50 $1.21 +66.7 
Cotton —. 11.78¢ 12.36c¢ 13.07¢ 15.064 12.44c +28.7 
Hogs .....— 9.90c 11.00c 10.85¢ 10.020 11.26¢€ +26.5 
Steel Scrap $14.00 $15.75 $19.75 $23.75 $18.25 +79.2 
Sugar, Raw 2.85c 2.80¢ 2.90¢ 2.55¢ 2.55¢ 424.5 
Wool 89.00e 89.00c $1.14 $1.18 $1.02 +28.1 
Copper ....  9.50¢ 9.75¢ 13.00¢ 17.00¢ 14.00¢ +78.9 
Hides 11.50e 11.00¢ 14.500 16.50e 15.25¢ +65.0 
Corn «——— $0.62 $1.12 $1.13 $1.33 $1.16 +128.4 
Rubber .... 15.62c 16.38¢ 21.954 26.27¢ 19.75¢ ++68.6 
Silk $1.45 $1.81 $2.11 $2.00 $1.85 +45.5 
Coffee ....  8.63¢ 9.75¢ 11.87¢ 11.25¢ 11.68¢ ++41.9 
Lead 4.68¢ 4.68¢ 6.02¢ 6.97¢ 6.00¢ +468.0 
Silver ww. 44.75¢ 44.75¢ 44.75¢ 45.25¢ 44.75¢ +4 $3.1 
Cocoa aw  5.98¢ 6.55¢ 18.05¢ 11.10¢ 7.40¢ +130.8 
“Tron Age”*® 2.097 2.159 2.330¢ 2.605¢ 2.605¢ +24.2 


*On account of the importance of steel, we add to 
the Moody list the Iron Age “Composite steel quota- 
tion,” representing six important crude steel products. 


The Significance of the Tables 


It is evident from these tables that farm 
products and raw materials — not the products 
of “capitalistic” industry —led the price ad- 
vances from the Spring of 1936 to the Spring 
of 1937. In other words, responsibility for the 
movement does not lie with the highly organ- 
ized, so-called “monopolistic” industries, said 
to be “controlled by concentrated wealth”; on 
the contrary, as we shall see, the influence of 
the latter was constantly against the rising 
trend, and effectively so. 


Obviously an important factor in the gen- 
eral rise of prices in the last year has been 
the general drought which shrivelled the crops 
in July and August, 1936, as may be seen by’ 
the price line of the chart. It was the more 
so, because droughts and floods in earlier years 
had cleared away the surplus stocks of farm 
products which had caused the low prices of 
1931 and 1932, and thus set the stage for the 
rise of living costs, and the resultant demands 
for higher wages all around the circle. Two 
Wwage-increases in the steel industry, of 10 per 
cent each, one on November 16, 1936 and the 
other on March 16, 1937, were included in the 
rise of steel products, and must be allowed 
for there. It is also noteworthy that while the 
prices of crude steel products advanced less 
than 25 per cent, in the regular channels of 
trade, active bidding for scrap steel in the open 
market caused that price to rise more than 
three times as much. This seems to acquit the 
steel industry of the implied “conspiracy” 
charge, for costs other than wages also had 
risen. 


Wage-increases have been general, and ob- 
viously have been a factor in the rise of prices. 
by increasing both the cost of, and demand 
for, products, but the movement to shorten 
the work-week in all industries to 40 hours or 
less, at the same weekly pay, may be well 
called a “twin factor.” Moreover, mention may 
be made of the extraordinary disorders with 
which the industries have had to contend in the 
last six months, and which have obstructed 
their operations and increased their costs. 


The war scare and armament expenditures 
in Europe have been an influence to be counted 
by themselves, for they have been large in 
volume, abnormal in character and were added 
to a “recovery” demand that already was tax- 
ing productive capacity. They were especial- 
ly influential in the rise of the metals after 
January 16. The pressure for war-equipment 
has been an emergency demand, which brooked 
no delay and counted no costs. 


And, finally, the largest factor in the rise of 
prices of the past year has been the restoration 
of “order” in the world’s economic system—the 
recovery of confidence, enterprise, trade and 
employment, after a period of disorganization, 
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pessimism and loss of buying power, extending 
over seven years. In this period, a cycle has 
been completed, from the disastrous collapse of 
values in the period 1929-1932, to the conges- 
tion of orders at the beginning of 1937. Prices 
advanced inevitably. 


The Struggle for Recovery 


The official record of the meagre earnings of 
most industries in recent years serves to empha- 
size the statement that the largest factor in 
the rise of prices has been the recovery of 
“order” and purchasing power in the economic 
system. The purchasing power of every indi- 
vidual or group of the system exists in what 
it has for sale, or exchange, in the markets, and 
every “depression” that ever has been known 
has been caused by disorganization and dis- 
order in the exchanges. Unless the exchanges 
are kept in balance, trade declines inevitably. 


A long period of industrial idleness results 
in a serious loss of productive capacity, both 
in the personnel, which changes constantly, 
and in the machine equipment, which deterior- 
ates from non-use and obsolescence. In the 
processes of reconstruction the metals have a 
highly important part. They are not only the 
principal materials of constructional work, but 
compose the tools and implements—the neces- 
sary equipment—of organized society. Produc- 
tion and transportation are dependent upon 
them, and although the metals themselves are 
among the most durable forms of property, 
science and invention are continually working 
them over to new uses, creating new values 
and affording no end of employment to labor. 
The importance of “scrap” in the metal markets 
is evidence of this. 

After years of depression, with industrial 
enterprise dead, a general recovery of trade 
causes a concentration of demands upon the 
metals, for repairs, replacements and new con- 
struction in industries and services of all kinds. 
Thus it has long been said of the steel industry 
that it has been habitually “prince or pauper” 
meaning that it has swung heavily up and 
down with the business cycle. 


The Recovery of 1936-1937 


The metal industries had been among the 
most deeply depressed, and apparently were 
over-developed for years to come. Copper was 
menaced by newly-opened and high-grade ore 
deposits in Africa, which promised very low 
costs. This situation was regarded so seriously 
that in 1932 the United States Congress placed 
a duty of 4 cents per lb. on copper imports, to 
assure the home market to the home industry. 


However, in 1936, the demand for copper 
revived, and first in Europe, which has led the 
price advance over the past year. The new 
copper duty has not affected the price during 
the past year, because the movement of copper 


has been from, not to, the United States. If 
the domestic price had not followed the Lon- 
don price, this country’s production would have 
been drained away, and this market would have 
been bare of supplies. However, it was not 
until January 14 that copper reached 13 cents 
per pound in this country, and by that time 
most of the domestic mining companies had 
sold their production ahead for from four to 
six months. Thus, the “spot” quotations which 
followed have concerned them but little, for 
they have had little “spot” copper for sale. 
These quotations crept upward until they 
reached 17 cents, and have since declined to 
14. We gave in our May number an estimate 
from a competent source that while the total 
sales of copper at from 10 to 14 cents had 
amounted to over 360,000 tons, the total sales 
at from 14 to 17 cents had not exceeded 60,000 
tons; but the latter received the publicity. 
Meantime, as the price advanced, old copper 
mines, long closed down, have been grad- 
ually unwatered, re-equipped and are once 
more contributing to the supply. Furthermore, 
the copper companies have been busy with 
plans for extensions, new openings and in- 
creased production. In recent months the 
Phelps Dodge Corporation announced a $40,- 
000,000 program of expenditures for such pur- 
poses, and, of course, all have been doing what- 
ever might be done promptly. The monthly 
production of copper in the United States in 
the first five months of 1937 averaged 84,000 
tons, which compares with 58,000 tons in the 
corresponding months of 1936, and 38,000 in 
the like period of 1935. What would the price 
have been in 1937, without the increase of 
production? 
The Iron and Steel Industry 


The steel industry has been in a like situation. 
Following the years of depression in the eigh- 
teen-nineties, when the industry was suffer- 
ing from excess capacity, a series of consolida- 
tions were effected, to reduce production costs, 
culminating in the organization of the United 
States Steel Corporation in 1901. At that time 
the steel capacity of the country was calcu- 
lated at 21,463,000 tons per year. Then came 
years of recovery, interrupted by the panic of 
1907, but followed by a moderate recovery to 
1914, which ushered in the Great War, causing 
the greatest expansion ever known. 

In 1920 steel capacity was estimated at 55,- 
637,000 tons yearly. In 1928, Mr. Charles M. 
Schwab, in an address as President of the Iron 
and Steel Institute, stated the capital invest- 
ment of the iron and steel industry as $5,000,- 
000,000, of which he said $1,500,000,000 had 
been invested in the 14 years following the 
outbreak of the World War. He added that 


while the economies accomplished by improved 
methods in this period had effected an average 
saving of $7.27 per ton, the margin of profit had 
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been no larger since than before, because all 
of the competing companies were doing the 
same thing. 

In 1928 and 1929, the steel industry con- 
tinued such expenditures on a very large scale, 
but naturally they were reduced during the de- 
pression. A reviving demand in 1935 prompt- 
ed resumption in that year to the extent of 
$140,000,000, and in 1936 they were raised to 
$216,000,000. Nevertheless, in the first quarter 
of 1937 the demands on the steel industry were 
so great that the appropriations from January 
1 to July 1 have aggregated approximately 
$300,000,000, or a total since the beginning of 
1935 of over $650,000,000, the greater part of 
which has been obtained by the sale of obliga- 
tions ranking ahead of ownership rights. This 
record is convincing evidence of bona fide ef- 
forts by the steel industry to provide an ade- 
quate supply of steel at a normal price level. 
We have compared above the price of new steel 
products in the regular channels of trade with 
the price of steel scrap, which is the competing 
supply. With the $650,000,000 of appropriations 
only in part effective upon production, the 
capacity of the steel industry is now approxi- 
mately 70,000,000 tons annually. 

In the twelve years 1921-1932 the net annual 
earnings of the 20 leading iron and steel com- 
panies of the United States equalled, on the 
average, 4.3 per cent of their gross income, 
while in the seven boom years 1923-1929—with 
almost capacity-operations —the correspond- 
ing average was 7.1 per cent. In this connec- 
tion, it is also in order to say that near the 
close of the year 1936, Mr. E. G. Grace, Presi- 
dent of the Bethlehem Steel Corporation, and 
at that time also President of the American 
Iron and Steel Institute, made the statement 
in a public address that the prices of steel 
products in 1936 had averaged $11 per ton less 
than the average for the year 1923; also that 
this reduction had accomplished a saving to 
the American public of $300,000,000 in the sin- 
gle year, 1936, and would be the basis of more 
in every year of the future. He also said that 
the average wage in the industry was higher 
than at any time in the past, and the hours of 
work shorter; and, finally, that the industry 
had more employes on its payrolls than ever 
before. 

These increased supplies of iron and steel 
(which have gone mainly into machine equip- 
ment), thus made available to the public at 
lower prices, and the increased employment for 
wage-workers at higher wages, have been vir- 
tually profit-sharing dividends, far exceeding 
in value the dividends paid to the owners of 
the iron and steel properties. No better dem- 
onstration is needed of the inherent forces 
that have made for industrial and social prog- 
ress, and are still achieving both, despite the 


endless obstructions and embarrassments that 
constantly are causing disorder and waste. 


Improvement in Shipping 





A proof, as well as a consequence, of the 
revival of international trade in the past two 
years is the improvement that has been taking 
place in world shipping. Few if any businesses 
suffered more during the depression than did 
shipping. Already in a generally unsatisfactory 
position as a result of over-building, the in- 
dustry was hit doubly hard by the slump in 
overseas trade and the shrinkage in the demand 
for cargo space after 1929. Freight rates col- 
lapsed, profits (if any) declined or disappeared 
entirely, and idle tonnage increased. Many 
governments, in the effort to foster their own 
merchant marine, continued and even extended 
their subsidies to shipping and ship-building, 
thus adding to the general over-capacity and 
intensifying competition. 

Within the past year the situation has been 
changing. Reflecting mainly the substantial 
expansion in the international movement of 
goods, especially raw materials, surplus ton- 
nage has been rapidly absorbed and by now 
little efficient capacity remains not utilized. 
Freight rates, in consequence, have advanced. 
Thus in May, 1937, the London Economist’s 
index of tramp freight rates stood at 133.1 
(1913 = 100) compared with 76.3 in May a 
year ago. In many instances space has been 
bid for at rates far above those quoted in the 
posted schedules. The rate changes have been 
very mixed, however, and in numerous cases it 
will be found that the trend has not followed 
the Economist’s index and that rates are still 
severely depressed. 

On some trade routes the movement of mer- 
chandise has increased to a point beyond the 
record pre-depression years. In the Far East 
trade, for example, cargoes of scrap iron (often 
carried at handling charges for use as ballast) 
have been refused to make space for more lucra- 
tive trade; Japanese shippers of steel are re- 
ported to have offered to pay treble the standard 
rate. Similar crowded conditions exist on the 
trade routes between South Africa and this 
country and on the Europe to River Plate and 
Australia routes, etc. Incoming freight to New 
York is considerably greater than last year, the 
American passenger travel has gained and the 
Summer months sailings are crowded. The im- 
proved outlook in shipping, and the speculation 
as to war in Europe, are also reflected in the 
better market price of old ships changing 
hands. 


Greater movement of freight and passengers 
is important not only as a proof of expanding 
world trade, but because the returns from ship- 
ping sources contribute an important item in 
the international balances of payments of Great 
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Britain, Netherlands, Norway, Greece and 
other countries. In 1936, for example, Great 
Britain obtained for shipping services per- 
formed for other nations £95,000,000 net 
against only £65,000,000 in 1933. Norway de- 
pends principally on shipping to pay for its 
excess of merchandise imports. Moreover, 
increased activity in shipping means benefits 
passed on to many other industries, including 
shipbuilding, coal, fuel oil, steel, etc. 


Origin of Surplus Tonnage 


The difficulties of the shipping industry, like 
those of so many other industries, date back 
to the war. During the period of the conflict 
the United States had begun to build ships 
to replace lost Allied and neutral tonnage, and 
this building continued under the influence of 
a temporary shortage of merchant tonnage and 
of the high post-war freight rates until by 
1921 our merchant marine employed in foreign 
trade had grown to 11,077,000 tons, compared 
with only 1,019,000 tons in 1913. The British, 
anxious to reestablish themselves on their old 
trade routes, and also encouraged by high 
freight rates, subsequently rebuilt their com- 
mercial fleet at a very high cost. Germany, 
forced to surrender most of her ships in accord- 
ance with the peace treaty, also entered the race 
and in a few years built a fleet which ap- 
proached in size her pre-war tonnage. At the 
end of 1923, the world had 40 per cent more 
ocean-going tonnage than in 1913, while the 
volume of international trade was still about 
15 per cent smaller than before the war. 

This maladjustment was reflected in idle 
tonnage, which in 1923 amounted to about 8 
million tons, with the United States contribut- 
ing about half. Freight rates collapsed, the 
index based on 1913 as 100 declining from 594 
in February, 1920, to 110 in 1923. Since operat- 
ing and building costs remained at least twice 
as high as before the war, the financial results 
of representative shipping companies became 
even more unsatisfactory. 

With the expansion of international trade in 
the later "Twenties, some of the shipping lines 
were able to do fairly well despite extremely 
competitive conditions; but the good showings 


Shipping Situation 1913-1937 
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were the exceptions. World tonnage continued 
to grow, despite substantial scrapping in the 
United States. By 1929 the world registered 
tonnage stood at 65.6 million tons, almost 50 
per cent larger than in 1913, whereas the 
volume of international trade shown in the 
accompanying table was only about one-fourth 
greater than before the war. Excess tonnage 
was still unabsorbed, and freight rates showed 
a further decline. 


Recovery from the Low 


The low point of the shipping trade occurred 
in the third quarter of 1932, when the physical 
volume of world trade, as measured by the 
League of Nations index, also touched bottom 
at approximately 68 per cent of the 1929 level. 
In the Summer of that year about 14 million 
tons, or one-fifth of the world tonnage, was 
reported laid-up. Actually the plight of ship- 
ping was worse than indicated by these figures 
because of the many ships sailing with only 
partial loads. 

During the next two years, 1933-1934, the 
outlook for shipping improved but little. More 
definite signs of improvement came in 1935, 
when international trade was stimulated by 
increased demand for, and higher prices of, raw 
materials. The development of mineral and 
agricultural production in new areas, particu- 
larly in Africa, and the accelerated industriali- 
zation of Eastern Asia and parts of South 
America during the depression years, have 
created new trends in international trade, both 
as to markets and type of products moving. 
Crude rubber, wool, cotton and steel scrap have 
been moving to Japan in volume hitherto un- 
known, while industrialization of other Asiatic 
countries and Latin America is causing new 
demand for such raw materials as coal, oil, 
copper, etc. Shipments of American automo- 
biles, highway construction and other ma- 
chinery, electrical equipment, etc., to certain 
countries have assumed predepression propor- 
tions. An especial feature of American exports 
has been the large quantities of capital equip- 
ment forwarded to many countries, heretofore 
primarily raw material producing, for develop- 
ment of local industries to supply local needs 
for textiles, shoes, tires and similar types of 
consumption goods. 

Scrapping of obsolete vessels has also played 
an important part in bringing about the equili- 
brium between the supply and the demand for 
ship tonnage. The scrapping of surplus ton- 
nage was most extensive in the United States. 
Compared to 11,077,000 tons engaged in foreign 
trade in 1921, we had in 1936 only 3,250,000 
tons afloat. Great Britain initiated her own 
“scrap and build” scheme in 1934. This plan 
provided for a subsidy for building or modern- 
izing of vessels on condition that for every 
ton of new shipping built, two tons of existing 
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tonnage be scrapped, and that for every ton 
modernized, one obsolete ton be scrapped. 
Today the British tonnage, although about 
3,000,000 tons lower than in the peak year of 
1930, when it amounted to 21,000,000 tons, is 
considerably more efficient and more able to 
earn its keep. 

Other maritime nations, particularly Norway, 
have adopted similar modernization policies. 
As a result, the world tonnage dropped from 
68.6 million tons in 1931 to 62.2 million tons in 
1935, with a small increase in 1936. The effi- 
ciency of the tonnage of most leading maritime 
nations is again rising. 


Improvement in Shipping Income 


In surveying the financial results of the ship- 
ping industry, it is important to differentiate 
clearly between American and foreign ship- 
ping. In general, the American companies en- 
gaged in foreign trade have operated at a dis- 
tinct disadvantage as compared with their 
foreign competitors, owing to the higher orig- 
inal cost of ships built in this country over 
those built abroad and to the higher cost of 
operating ships under American registry. 

Unfortunately no recent official figures are 
available as to the income of the American ship- 
ping industry. The latest Treasury Depart- 
ment “Statistics of Income”, for the year 1934, 
show that of the 2,031 active corporations en- 


gaged in shipping and allied activities that 
year, only 809, or 39.8 per cent, reported any 
net income, while 1,222, or 60.2 per cent, re- 
ported deficits. The total net income after 
taxes of the first group was $32,148,000, and 
was practically offset by the $28,746,000 deficits 
of the second group. 


Earnings of All Shipping Corporations in the 
United States 
(In Thousands of Dollars) 


¥, Report Net inc. Total Bal. Net. % Net to 
Income§ After Tax Deficits Income Gross 
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Source: Compiled from annual Statistics of Income, 
Treasury Department. §Excluding inactive corpora- 
tions. *Comparable data not reported. D- Deficit. 

It will be seen from the table that in most 
of the years since the ending of the war boom 


in 1920, the net income after taxes has been 
largely offset by deficits, and in the years 1921, 
1931, 1932 and 1933 the combined figures show 
an excess of deficits. 

During this 14-year period, an average of 
only 50.6 per cent of all active companies re- 
ported a profit, and their net income after taxes 
aggregated $439,292,000. The remaining 49.4 
per cent had combined annual deficits ranging 
from $13,575,000 in 1929 to $35,667,000 in 1931 
and aggregating $361,653,000 over the period. 
For every $1.00 of reported net income after 
taxes, there was 82¢ of losses. 

These statistics of income cover all corpora- 
tions classified in “Water transportation.” They 
were formerly, but are no longer, divided into 
the principal sub-groups including (1) Ocean 
lines, transoceanic and coastal, (2) Lake, sound, 
bay and river lines, (3) Marine salvage and 
wrecking, and (4) All other water transporta- 
tion, not precisely defined. If separate figures 
were available for the transoceanic lines, which 
operate under entirely different conditions than 
those engaged in coastwise trade and on inland 
waterways, and protected from foreign compe- 
tition, it is probable that the showing would be 
even worse than that indicated by the totals 
for all companies as now lumped together. 

Since 1934, the increase in shipping traffic 
and revenues has been reflected in an improve- 
ment in net income (or reduction of deficits) 
by leading companies in this and other coun- 
tries which have published their financial state- 


ments. The American Merchant Marine 


A new plan for assistance and modernization 
of our merchant marine was put forth in the 
new Merchant Marine Act, approved in June, 
1936. The former mail contracts were to be 
terminated by June 30, 1937 and to be sup- 
planted by operating differential subsidies 
under which the Government will pay the ship- 
owners the difference in cost between operat- 
ing American and foreign flag ships on the 
same routes or under comparable conditions. 
The Act also provides for an aid in construc- 
tion, also through differential subsidies, where- 
by the Government agrees after approving the 
building of a new ship to pay, up to a certain 
percentage, the difference in the cost of build- 
ing the vessel in an American and foreign ship- 
yard. A new agency was established, the Mari- 
time Commission, which assumed the shipping 
activities formerly centered in the Emergency 
Fleet Corporation and Shipping Board. Aside 
from making investigations, studies and surveys 
in connection with the maintenance and de- 
velopment of the merchant marine, the Com- 
mission will determine minimum wages, man- 
ning scales, and reasonable working conditions 
oo mh ships operating under Government sub- 
sidies. 





A prime consideration of this new policy is 
to build up a large American merchant fleet as 
a naval and military auxiliary in time of war, 
and the Act provides that ships given financial 
aid by the Government become automatically 
available for national defense. Mr. Joseph P. 
Kennedy, Chairman of the new Maritime Com- 
mission, declared in a recent address that: 

The Government, with the assistance of the shipping 
industry, must begin a program which will equip our 
overseas trade so that it may be second to none in 
first-class equipment. We are going to lay the keels 
for new fast ships. And we are going to do it now. 

Mr. Kennedy was quoted in a newspaper 
interview preceding this address as saying that 
he knew no more enticing field for American 
capital at present than the shipping industry, 
and pointing out that should private capital be 
tardy about availing itself of its opportunities, 
the Maritime Act empowered the Government 
to take the initiative in a shipbuilding program. 


Improvement in Ship Design 


Progress in ship design and shipbuilding 
technique has continued steadily year by year. 
Stimulated by the development of Diesel en- 
gines, the designers of steam plants have 
developed smaller and much more efficient 
turbines than those built during the war. In- 
stead of steam pressures of 200 pounds per 
square inch, the modern practice is to use 400 
to 600 pounds. New and improved types of 
boilers are being built to supply steam at higher 
pressure and temperature, and the metallurgists 
have developed new alloys to resist the peculiar 
corrosion of metal at high temperatures caused 
by the chlorine present in sea air. Consump- 
tion of fuel oil and water have been reduced 
materially. 

Diesel engines have had their speed, their 
power and their efficiency increased at the 
same time that their weight was being reduced, 
and have been installed to an increasing extent 
for auxiliary power, such as driving electric 
generators. 

In a paper read recently before the British 
Institute of Transport, Sir Thomas Royden, 
President of the Chamber of Shipping of the 
United Kingdom, and Director of the Cunard- 
White Star Line, summarized some of the 
changes in motive power up to the present 
time: 

The change from coal to oil as fuel which has taken 
place during the last two decades has been remarkable, 


as a perusal of the comparative figures given in the 
Report of Lloyd’s Register of Shipping for the year 
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1935-36 will show. In 1914-15 the Register book re- 
corded that the boilers of 1,310,000 tons gross of vessels 
were fitted for oil burning. By 1936-37 this figure had 
grown to the astonishing total of 19,766,000 tons. 
Whereas, in 1923-33, 73.9 per cent of all vessels were 
fitted for coal and 26.1 per cent for oil, in 1936-37 these 
figures had changed to 49.9 per cent and 50.1 per cent, 
respectively, and a fuel consumption of .586 pounds 
per hour for main engines and main engine auxiliaries 
has been obtained. 

In the last twenty years the tonnage fitted with 
Diesel engines has risen from 234,000 to over 12,290,000 
gross. 

Whereas the typical good freight ship built 
during the war had a speed of about 10 knots 
per hour, the increases and improvements in 
motive power have given the modern freight 
ship a speed of 13 to 15 knots, and some do 


even better. 


While new ships that embody these recent 
engineering improvements would have some- 
what lower operating and maintenance costs 
than similar ships built several years ago, the 
possible economic advantages may be out- 
weighed for a time by the heavy capital outlay 
that would be involved in building new ships 
for doing the same work as the present fleet. 
The cost of a fast, modern vessel of medium 
size (not a “super-liner”) for carrying pas- 
sengers and freight runs into several million 
dollars, and a number of such vessels are usual- 
ly needed to provide a regular line of service 
between different countries. Upon this invest- 
ment, the interest and depreciation charges 
alone would amount to approximately 10 per 
cent annually. Faced with higher operating 
costs and other disadvantages, and uncertain 
as to the amount and restrictive conditions of 
the future Government subsidies under the new 
law, and as to Government competition, it is 
natural that American companies should begin 
slowly in investing additional capital for the 
building of new ships to engage in the highly- 
competitive world trade. 

Looking at the situation broadly, it must be 
borne in mind that shipping as well as ship- 
building, because of its essentially international 
character, is affected by economic nationalism, 
perhaps more than any other activity. With 
a marked advance in freight rates, there is al- 
ways danger in the added incentive to national- 
istic efforts to promote shipping, as well as in 
the natural propensity, common to all industry, 
to build up over-capacity during periods of 
activity. Moreover, it is a well established fact 
that governments are even more likely to go 
wrong in this respect than are private corpora- 
tions which risk their own money. 
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